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SUBJECT: GUIDING PRINCIPLES FOR LABOR NEGOTIATIONS 

RECOMMENDATION 

Approve the guiding principles for labor negotiations. 

OUTCOME 

Adoption of the guiding principles for labor negotiations. 

BACKGROUND 

In accordance with the Mayor's March Budget Message, the proposed budget for Fiscal Year 2007- 
2008, responds to the priorities of both the comnlunity and the City Council, while addressing the 
sixth consecutive year of a multi-million dollar General Fund shortfall. However, projected growth 
in personal service costs continues to out-pace revenue growth through Fiscal Year 20 1 1-20 12. 

Personal service costs account for two-thirds of the total General Fund uses. The increase of 
approximately 45% in the average budgeted position cost from 2000 to present can be attributed to 
three main cost components: salary, health care benefits and pension benefits. Along with the 
budget shortfalls already predicted for the next five fiscal years and the continued increases in cost 
for current employee salaries and benefits, liability for post-employment health care benefits for 
retirees has been estimated to be as high as $1.4 billion. 

Salaries and benefits are determined through the negotiation process with the City's bargaining units. 
In order to address the significant issues identified above, the City should be guided by principles in 
labor negotiations in order to remain mindful of the service needs of the City and the continued 
fiscal challenges. 
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ANALYSIS 

One of the primary functions of the City is to provide services to the community. Accordingly, 213 
of the General Fund is allocated to personal services. However, personal services costs have risen 
significantly during a time of serious fiscal challenges. Fiscal Year 2007-2008 marks the sixth 
consecutive year of budget shortfalls, with projected shortfalls in the next four years. 

As the City continues to explore innovative methods to bridge the gap between revenue and 
expenses, it is important to partner with our bargaining units in addressing these ongoing costs. 
Although it is very important to work together with our employees and bargaining unit 
representatives on collaborative efforts on an on-going basis, the cost of salaries and benefits of 
bargaining unit employees are determined through the contract negotiation process. These 
negotiations occur prior the expiration of the eleven agreements with the bargaining units. These 
agreements expire at different times and in different years. 

The following guiding principles are being presented for consideration related to present and future 
labor negotiations: 

Focus on the cost of total conzpewationl while considering the City 's fiscal condition, 
revenue growth, and changes in the Consumer Price Index 

Use short-term and long-term strategies to address increasing benefit costs such as 
wellness programs, cost containment initiatives, etc. 

0 Maintain a consistent approach to bargaining through clear, ongoing communication of 
policy direction among City Council and City staff 

Remain mindful of increasing costs, including the retiree healthcare liability 

To the extent possible, preserve the City's market competitiveness as an employer 

EfJiciently and effectively provide services that align with both the priorities of the 
community and the City Council 

These guiding principles will align the approach to bargaining with the priorities established by both 
the Council and the community. 

PUBLIC OUTREACH/INTEREST 

The purpose of this section is to describe discussions that have occurred with the public, 
stakeholders, community groups andlor other governmental agencies. Staff will be asked to use the 
following checklist to determine if items are to be considered items of "Significant Public Interest", 
thus requiring additional notification per the matrix below. Please note the outreach that was done. 

1 Total Compensation includes the total costs of a position including salary, pension, and all other benefits. 
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0 Criteria 1: Requires Council action on the use of public funds equal to $1 million or greater. 
(Required: Website Posting) 

0 Criteria 2: Adoption of a new or revised policy that may have implications for public health, 
safety, quality of life, or financial/econornic vitality of the City. (Required: E-mail and 
Website Posting) 

Criteria 3: Consideration of proposed changes to service delivery, programs, staffing that 
may have impacts to community services and have been identified by staff, Council or a 
Community group that requires special outreach. (Required: E-mail, Website Posting, 
Community Meetings, Notice in appropriate newspapers) 

Public Outreach does not apply to the item; however, this memorandum will be placed on the City 
website for the June 12,2007 Council Agenda. 

COORDINATION 

This memorandum has been coordinated with the City Manager's Budget Office and Office of 
Employee Relations. A meeting is scheduled with the City Labor Alliance (CLA) to review these 
principles and receive comments. 

CEQA 

Not a project. 

City Manager 

For questions please contact me at 535-8 1 1 1. 




